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2006,	when	 the	U.S	 unemployment	 level	 reached	 a	 low	of	 4.4%,	 to	April	 2017	
when	 it,	 for	 the	 first	 time	since	December	2006,	reached	a	 level	of	4.4%	again:	




If	 the	 past	 can	 be	 any	 guidance	 for	 the	 future,	 the	 current	 unemployment	
projections	may	seem	somewhat	optimistic.	
	






year	 a	 surplus	 was	 recorded	 on	 the	 U.S.	 Federal	 government	 account	 was	 in	
2000.	 Since	 then	 the	 cumulative	 deficit	 has	 grown	 into	 a	 debt	 to	 GDP	 level	 of	
107%	of	GDP.	The	expected	deficit	 for	 this	 fiscal	year	2020	 is	$3.7	trillion.	Any	
debt	in	excess	of	over	85%	of	GDP	lowers	future	growth	patterns.		
	
U.S.	 Government	 debt	 levels	 are	 based	 on	 the	 premise	 of	 borrowing	 first	 and	
repaying	 later.	 No	 savings	 are	 set-aside	 in	 good	 years	 to	 spend	 in	 recession	
years.	 Therefore	 interest	 and	 principal	 repayments	 need	 to	 take	 place	 in	 later	
years,	 reducing	 the	 government’s	 disposable	 income	 for	 other	 purposes.	
Households	mostly	save	first	and	spend	at	a	later	date.	In	2019,	U.S.	households	











































Paycheck	 Protection	 Program	 (PPP)	 by	 supplying	 liquidity	 to	 participating	
financial	 institutions	 through	 term	 financing	 backed	 by	 PPP	 loans	 to	 small	




eligible	 financial	 institutions	 that	 originate	 PPP	 loans,	 taking	 the	 loans	 as	
















through	 capital	 markets,	 by	 expanding	 the	 size	 and	 scope	 of	 the	 Primary	 and	
Secondary	Market	Corporate	Credit	Facilities	(PMCCF	and	SMCCF)	as	well	as	the	
Term	Asset-Backed	 Securities	 Loan	 Facility	 (TALF).	 These	 three	 programs	will	













Even	 a	 country	 as	 big	 and	 important	 as	 the	United	 States,	 it	 still	 operates	 in	 a	
global	economy.	The	corona	virus	pandemic	has	affected	practically	all	countries	
in	 the	 world	 and	 has	 and	 will	 have	 a	 major	 impact	 on	 the	 ways	 we	 live,	 go	
shopping	with	a	shift	to	online	shopping,	the	ways	we	work	with	a	change	from	
working	 in	 offices	 to	working	 from	home	and	 the	ways	we	 travel	 for	 business	
and	 for	 pleasure.	 International	 trade	will	 be	 affected	 as	well,	 as	 countries	will	
prioritize	their	own	survival	over	trading	with	other	nations.		
	
Secondly	 the	 purchasing	 power	 of	 local	 populations	 will	 come	 down	 as	
unemployment	and	underemployment	levels	rise.	This	fact	will,	in	its	own	right,	
reduce	 the	 level	 of	 international	 trade	 in	 goods	 and	 services.	 What	 may	 be	
expected	 if	more	and	more	households	 lose	 their	 jobs	 is	 that	house	prices	will	
drop,	evictions	and	repossessions	will	rise	and	generally	consumption	levels	will	
grow	at	a	slower	pace,	putting	even	more	workers	out	of	their	jobs.	Tax	revenues	
will	 not	 grow	as	 expected	 and	 the	deficit	 is	 likely	 to	 increase,	 leading	 to	more	
borrowings	for	the	government.	
	
These	 threats	 will	 lead	 to	 a	 greater	 hardship	 for	 most	 U.S.	 households.	 A	




2.	 The	 choice	 between	 using	 borrowings	 or	 savings	 to	 fight	 the	 2020	
recession.	
	
So	 far,	 the	U.S.	government	has,	 in	 line	with	many	other	western	governments,	
kept	on	providing	the	funds	for	helping	to	overcome	the	shortfall	for	individual	
households,	for	companies	and	for	States	and	Municipalities.	In	this	support	the	
Federal	 Reserve	 has	 played	 a	 key	 role.	 In	 a	 paper	 written	 for	 the	 Brookings	









the	size	of	 the	economy,	 is	 larger	 than	at	any	 time	since	 the	end	of	World	War	
Two	and	 is	rising”.	A	third	conclusion	was	that	“the	U.S.	government	spends	as	
much	 on	 interest	 (payments)	 as	 the	 combined	 budgets	 of	 the	 Departments	 of	
Commerce,	 Education,	 Energy,	 Homeland	 Security,	 Housing	 and	 Urban	
Development,	Interior,	Justice	and	State”.	
	


















particularly	 for	portions	of	 the	American	public	 that	 are	most	vulnerable,	 then	
it's	going	to	come	from	the	fiscal	side."		
There	are	 two	points	 that	can	be	made	about	 the	choices	of	monetary	or	 fiscal	
policy.		















create	 a	 fiscal	 surplus	 for	 the	 last	 twenty	 years	 –the	 latest	 surplus	was	 in	 Q4	
20006-	 the	 option	 that	 this	 could	 be	 done	 now	with	 the	 economic	 uncertainty	
created	by	the	corona	virus	is	remote.	
Hence	 the	 suggestion	 to	 evaluate	 another	 option:	 the	 option	 of	 involving	
households’	savings	and	spending	patterns.	
The	 question	 could	 be:	 Why,	 in	 a	 country	 where	 its	 citizens	 have	 collectively	
accumulated	 $32.3	 trillion	 in	 pension	 savings	 and	 a	 further	 $19.656	 trillion	 in	














Any	 government	 in	 the	 world	 that	 wishes	 to	 expand	 its	 expenditure	 during	
recession	periods	usually	borrows	these	funds	from	the	financial	markets.	Such	






What	 this	statement	means	 is	 that	 the	U.S.	government,	 like	many	others,	does	
not	set	money	aside	from	tax	receipts	to	be	used	at	future	dates	when	economic	
growth	turns	from	a	healthy	growth	pattern	to	a	recession	period.	It	also	means	
that	 in	 future	 years	 such	 shortfall	 needs	 to	 be	 made	 up	 from	 increased	 tax	
receipts.		The	effect	is	that	the	private	sector	(households	and	companies)	need	




but	 with	 enormous	 economic	 implications	 through	 lock-downs-	 has	 brought	
“forced	savings”	to	the	fore	more	strongly	than	at	any	other	previous	recession.	
	
The	 “costs”	of	 such	 lack	of	 savings	by	a	government	 implies	a	 slower	 recovery	






debts,	 where	 the	 expenses	 of	 eight	 major	 U.S.	 Government	 Departments	 are	
equal	 to	 the	 interest	 costs	 to	 be	paid	over	 the	U.S.	 government	debt.	 	 This	 did	




Politically	 and	 historically	 speaking,	 over	 the	 last	 20	 years,	 neither	 the	
Republicans	 nor	 the	 Democrats	 did	 levy	 taxes	 to	 be	 turned	 into	 government	
savings	during	strong	growth	periods.	They	all	preferred	to	postpone	the	day	of	
reckoning	 till	 after	 the	 money	 had	 been	 spent.	 The	 U.S.	 “balanced	 budget	
principle”	means	that	the	balancing	act	takes	place	in	the	years	after	a	recession.	
“Government	Save”	after	a	recession	implies	that	the	recovery	is	weaker	than	it	





crisis	 to	 see	 how	 long	 it	 took	 to	 restore	 the	 employment	 level	 to	 the	 2006	
situation:	more	than	10	years!	One	should	also	be	aware	of	the	effects	of	higher	
unemployment	levels	on	the	housing	market,	whereby	house	prices	dropped	and	
repossessions	 and	 evictions	 took	 over	 with	 all	 the	 negative	 effects	 on	 many	
households.	
	
The	 “spend	 first	 and	 save	 later”	 method	 may	 not	 be	 the	 best	 way	 to	 run	 an	
economy,	but	it	is	probably	the	only	political	option	available.	
	













Home	equity	 savings	are	 savings	built	up	over	many	years	as	 stated	 in	 the	net	
home	equity	levels	reported	by	the	Federal	Reserve	(statistic	quoted	in	reference	
8).	 In	recession	periods,	unemployment	 levels	go	up	and	more	households	will	













outstanding	mortgage	debt	 level	of	$9.796	 trillion9,	 reflecting	an	average	home	
equity	level	of	59.3%.	By	Q1	2012	the	net	home	equity	level	was	$8.213	trillion	










household	 spending.	 It	 is	 also	 a	 loss	 that	 does	 not	 show	 up	 in	 one	 year,	 but	
gradually	occurs	over	a	number	of	years;	in	this	case	in	over	5	years.	
		




person	 for	 any	 lengths	 of	 time	 loses	 his/her	 income	 base.	 Such	 loss	 often	
translates	 into	 an	 inability	 to	 serve	 long-term	 debts	 like	 home	 mortgages,	




The	applicable	average	 interest	rate	 for	a	15	year	 fixed	rate	mortgage	dropped	
from	 6.41%	 on	 July	 20,	 2006	 to	 3.97%	 on	 March	 17	 2012	 and	 to	 2.97%	 on	
February	6	202O.	
	











































What	 the	above	clearly	shows	 is	 that	a	 financial	crisis	does	not	stop	when	 two	
quarters	 of	 economic	 growth	 have	 materialized.	 The	 owners’	 equity	 level	 in	
homes	dropped	 from	a	 level	of	$14.260	trillion	 in	Q3	2006	to	a	 level	of	$8.213	
trillion	by	Q1	2012	–a	loss	of	$6.05	trillion-	and	went	back	up	again	to	the	level	





reached	 its	 highest	 levels	 of	 debt	 to	GDP	 since	 the	 Second	World	War.	 Its	 low	
incomes	 families	 are	 faced	with	 debt	 levels,	 they	 cannot	 hope	 to	 earn	 back	 in	
their	lifetimes.		Jobs	have	disappeared	and	new	jobs	will	be	scarcer.	
	
The	 fortunate	 element	 is	 that	 the	 level	 of	 savings	 built	 up	 in	 homes	 currently	















Savings	 can	manifest	 themselves	 in	 different	 forms.	 The	 simple	 one	 is	 cash	 on	
hand.	Other	forms	are	current	accounts,	savings	accounts,	time	deposits,	but	also	
share	 and	bond	holdings	 and	different	 types	 of	 pension	 savings.	Other	 savings	
are	 locked	up	in	homes	or	 in	collective	 instruments	 like	pension	funds.	 	Finally	
some	lucky	households	may	have	an	art	collection.	
	
For	 many	 households	 the	 main	 source	 of	 savings	 is	 in	 a	 home	 and	 in	 their	
pension	 pots.	 It	 is	 not	 recommended	 to	 use	 the	 pension	 pot	 as	 a	 possible	




For	one	 thing	no	 system	exists	 yet	 to	 cash	 in	 such	 savings	other	 than	 to	 sell	 a	
property	or	take	a	new	or	additional	mortgage.	Selling	a	home	is	expensive	and	
taking	an	additional	mortgage	turns	the	savings	into	cash	but	with	the	drawback	
that	 debt	 obligations	 are	 created.	 Creating	more	 debt	 for	 the	 simple	 reason	 of	
wanting	to	use	one’s	own	savings	is	an	economically	inefficient	manner.	
	
The	 option	 that	 could	 be	 considered	 is	 to	 use	 Quantitative	 Easing	 from	 the	
Federal	 Reserve.	 This	 will	 be	 a	 different	 type	 of	 QE,	 as	 the	 Fed	 will	 not	 be	
financing	 existing	 debt	 obligations,	 be	 it	 from	 the	 U.S.	 government	 or	 from	
outstanding	 home	 mortgage	 obligations	 from	 the	 state	 sponsored	 mortgage	
lending	 companies	 such	 as	 Fannie	 May	 and	 Freddy	 Mac.	 The	 Fed	 would	 -as	
opposed	 to	 fund	 borrowings-	 fund	 savings	 at	 0%	 costs.	 	 It	 could	 do	 so	 on	 a	
temporary	basis	by	converting	part	home	equity	 into	cash.	 	 It	could	make	such	
funds	 available	 via	 the	 banking	 sector	 to	 individuals	 by	 having	 banks	 create	
households’	 Tessa	 accounts.	 Tessa	 stands	 for	 Temporary	 (equity)	 Spend	 and	
Save	again	system.	
	














2.	 Such	 request	 can	 also	 come	 from	 homeowners	 who	 rent	 out	 properties.	




equity	 level	 in	a	home	 to	 less	 than	10%	of	 its	value.	Any	value	above	10%	can	
potentially	be	considered,	but	the	combined	households	collective	requests	have	
to	 fall	 in	 line	with	 the	government’s	assessed	need	 for	economic	 stimulus.	Any	
home	value	assessment	should	be	based	on	February	2020	data.	Any	later	date	












6.	To	enable	households	 to	re-save	 in	 line	with	 the	economic	situation,	a	grace	
period	for	such	re-saving	needs	to	be	set.	The	Federal	Reserve	may	also	decide	to	






8.	 If,	 like	 in	 many	 cases,	 the	 household	 still	 has	 a	 mortgage	 to	 service,	 it	 is	
suggested	that	the	re-saving	gets	priority,	so	as	to	strengthen	the	equity	base	in	
the	home	again.	It	would	imply	that	mortgage	lenders	(about	50%	are	funded	by	
state	 sponsored	 enterprises	 anyway)	 could	 be	 temporarily	 paid	 the	 interest	




will	be	done	at	 a	 slower	pace,	when	 the	economy	 is	 still	 in	a	 recession	period.	
Only	 when	 the	 U.S	 economy	 is	 booming	 again,	 will	 the	 speed	 of	 re-saving	 be	
accelerated	 until	 the	 full	 amount	 of	 home	 equity	 that	 was	 provided	 has	 been	










11.The	 U.S.	 government	 may	 also	 need	 to	 decide	 to	 what	 extent	 it	 wants	 the	





12.	 The	 Tessa	 system	 allows	 the	 U.S.	 government	 to	 turn	 the	 tap	 off	 when	
releasing	 home	 equity	 is	 no	 longer	 needed	 and	 turn	 the	 tap	 back	 on	 when	 it	
judges	the	economic	circumstances	require	it	to	do	so.	
	
13.	 The	 Tessa	 account	 could	 be	 an	 account	 to	 be	 setup	 by	 the	 household’s	
principal	bank	on	the	request	of	the	homeowner.	The	costs	of	maintaining	such	





a	 homeowner	 does	 not	 fulfill	 its	 contractual	 obligations	 in	 “re-saving”	 the	










where	 independent	 entrepreneurs	 in	 the	 course	 of	 pursuing	 profits	 make	 the	
choices.	 The	 current	 corona	 virus	 pandemic	 –a	 non-economic	 fact	 but	 with	
enormous	 economic	 implications-	 has	 led	 to	 a	 staggering	 increase	 in	
unemployment	 levels.	 Without	 work,	 households	 of	 working	 age	 are	 facing	 a	




A	main	 effect	 was	 that	 households	 together	 lost	 $6	 trillion	 of	 savings	 in	 their	

































cash.	 Such	 economic	 stimulus	 will	 benefit	 the	 economy	with	 a	 higher	 level	 of	
employment.	 It	 will	 also	 increase	 government	 tax	 income	 as	 companies	 and	
households	will	experience	higher	levels	of	income.	Stock	markets	will	reflect	the	
higher	earnings	levels.	Banks	will	benefit	in	that	their	doubtful	debtor	levels	will	
reduce.		
	
Perhaps	there	is	an	additional	third	way	–the	Tessa	way-	to	manage	an	economy	
rather	than	solely	relying	on	a	fiscal	or	monetary	policy.	
	
	
	
Kees	De	Koning	
Chorleywood	
U.K.	
	
4th	September	2020	
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